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Amendments l<> the Claims : 

This listing of claims will replace all prior versions, and tidings, of claims in the application: 
lasting of Claims: 

I. (Currently Amended) A no-arbitragc-based system for valuing one or more credit 
instruments, said system comprising: 

a) a database for storing crcdii instrumcni data; 

b) a first calibration engine connected to said database, wherein said first 
calibration engine generates calibration parameters from said credit instrument data and current 
market data, said credit instrument data comprising market data; 

c) a second pricing engine connected to said database and said first calibration 
engine, wherein said second pricing engine is adapted cpufigmjod to value said one or more 
credit instruments according to no-arbitrage financial principles, wherein at least one of a net 
present value and a par-spread is calculated for each of said one or more credit instruments using 
current market data; 

d) a third engine connected to said second pricing engine for performing 
simulation-based computations in which a plurality of scenarios are applied to market data to 
generate a plurality of valuation and exposure measures; 

e) a fourth risk engine connected 10 said second pricing engine and said third 
engine for computing a plurality of risk and reward metrics from said valuation and exposure 
measures; and 

I) a report .generator connected to s»id fourth risk online Tor generating reports 
for use in managing risk. 

2. (Previously Presented) The system as claimed in claim K wherein at least one of said 
one or more credit instrument* is a loan, 

3, . (Original) The system as claimed in claim 1, further comprising at lew* one input data 
module for storing data relating to credit: instruments in said database. 
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•'I. 

server 



(Original) The system as clmmcd in claim 1, further on.pri.sing a portfolio hierarchy. 



5. (Currently Amended) The system as claimed in claim I, wherein said first calibration 
engine comprises: 

a) a first module for generating one or more basis instruments from input data 
relating to said one or more credit instruments, wherein said input data comprise, at least, one of 
prices, ratings, sectors, and terms and conditions; 

b) a second module for generating a first term structure of risk-free zero prices 
and a risk-neutral process for interest rales from said one or more basis i instruments; 

c) a third module for generating one or more basic spread matrices from said one 
or more basis instruments and said first term structure of risk-free zero prices; 

0) a liuirth module for generating a second term structure of risk-neulral 
transition matrices and at least one smoothed credit spread matrix using said first term structure 
of risk-free zero prices, said module also adapted cojffi^ujed to develop generators using a 

transition matrix manager; 

o) a fifth module for generating a third term structure of risk-ncuiral transition 
matrices for a specific named obligor from said at least one smoothed credit spread matrix, said 
fiitt icon structure of risk-free zero prices, and said second term structure of risk-neutral 

transition matrices; and 

0 a sixth module for generating a plurality of spread volatility matrices. 

6. (Original) The calibration engine of chum 5. wherein at least one or said modules of said 
calibration engine generates data subsequently stored in a Mark-tO-Puture cube. 

7. (Previously Presented) The system of claim I, wherein said second pricing engine 
comprises: 

a) u first module for defining a state space; 

b) a second module for generating a slate space by modeling the underlying 
economic behavior driving the exercise of embedded options and other structural features of said 
plurality of credit instruments; 
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c) a third cash flow .generation module for generating cash flows lor said 
plurality of credit instrument, whereby said credit instruments may be subject to different 
prepayment or credit slate assumptions; and 

d) a fourth module connected to said third cash How generation module for 
jjcneraling n plurality of valuation.aitributcs from said generated cash Hows. 

S, (Previously Presented) The system of claim K wherein the net present value of a credit 
Instrument- is calculated by performing a valuation of a plurality of cash ftows for the credit 
instrument. 

9. (Previously Presented) The system of claim 8, wherein said valuation of said plurality of 
cash flows is performed using a lattice valuation technique, 

10. (Previously Presented) The system of claim 8, where said valuation of said plurality of 
cash flows is performed using a Monte Carlo simulation technique. 

11. (Previously Presented) The system of claim 1, wherein the par spread of a credit 
instrument is calculated by determining one or more spreads such that the net present value of 
the credit instrument equals ;i .specified value. 
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